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EDITORIAL

Displacing the Auditor
Many pages have been written and many volumes could
be written concerning the advantages of British law and prac
tice in regard to corporation audit. The American conditions
are inferior, as everyone familiar with the English companies act
must admit. The chief reasons are doubtless the greater age
of the accounting profession in Great Britain and the conse
quently wider recognition given to the importance of the account
ant’s services. But if the reason is obvious, so is the condition;
and the truth is that there are many undesirable factors here
which have done and are doing serious harm to the accountant
and even more serious harm to the business and investing public.
A great change has come over the public conscience and com
prehension in regard to business ethics. Most men of affairs
to-day understand that the accountant is the best liaison officer
between investor and investment and there is a constantly increas
ing tendency to call upon the impartial accountant to state facts
for the benefit of the public at large. But we are still a long way
short of the developments which have been effective in Great
Britain since 1908 and even before that year in which the com
panies act in its latest form was passed.
Take, for example, that clause of the law which requires the
election of auditors at the annual meeting of stockholders. The
English or Scottish investor has a salutary way of turning up at
annual meetings and taking part in the proceedings; and accord
ingly an election of auditors is not always the perfunctory matter
which it would be if all was cut and dried in advance. Here the
owner of stock, unless he be a director, may not know even the
date and place of the meeting. If a notice is sent him it often
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finds its way speedily to a waste-basket with the circulars and
solicitations of the day’s mail.
The cause of his indifference is the knowledge that the meet
ing will probably be a farce anyway. The controlling interests
will smother anything that savors of initiative. So he stays at
home or in his own office and lets the corporation run itself. The
appointment or election of an auditor is of little apparent interest
to him. The directors will arrange all that.
But suppose we had a federal law containing the provisions
of the English act; suppose it were compulsory that auditors be
elected rather than appointed; suppose the electors were the
owners of the property, not merely the managers; suppose the
public were to awake to the virtue there is in studying properly
prepared reports of financial condition—would not the fiscal
health of all industry be much strengthened thereby?
Is all that we have written so obvious as to be trite? We wish
it were. It is not, however. The people seldom give such matters
a thought. But what we have written is merely to open the way
for another factor in the case even less familiar to the business
man than are those which we have mentioned.
For many years there has been a growing tendency to solicit
accounting engagements. At times it must appear to the pessimist
that all the world has gone awhoring after strange gods. It seems
as though there was no profession left—it was altogether become
commercial. Of course, that is not true. There really are in
creasingly great numbers of men in every profession who have
the proper esprit de corps. Hundreds of accountants refuse
absolutely to be seduced.
But the errant ones are so vociferous and many that they
overcrow the rest, and the pessimist may be pardoned for his
pessimism.
We have no means of finding out all that was in the minds
of those who drafted the English companies act; but sometimes
we wonder if there was a fear lest accountancy should be debased,
for we find in the law a provision which is certainly discouraging
to competitive activity—and that, of course, is the underlying
cause of all the clamorous and despicable blowing of the trumpet
by circular and advertisement.
Under the practice here, the president or the board of direc
tors may change auditors without warning. A graceless extoller
of himself may be called in to sign the report a better man re
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fused to approve. A rate cutter may be dragged in to save a fee.
Any change may be made without notice. And the consequence
is that the competitive accountant always has an inducement to
mischief and to derogation of the profession. We venture to think
that the following clauses from the British law must act as a
deterrent to those who would otherwise be untrue to the standard.
A person, other than a retiring auditor, shall not be capable of being
appointed auditor at an annual general meeting unless notice of an intention
to nominate that person to the office of auditor has been given by a share
holder to the company not less than fourteen days before the annual general
meeting, and the company shall send a copy of any such notice to the retiring
auditor, and shall give notice thereof to the shareholders, either by adver
tisement or in any other mode allowed by the articles, not less than seven
days before the annual general meeting:
Provided that if, after notice of the intention to nominate an auditor has
been so given, an annual general meeting is called for a date fourteen days
or less after the notice has been given, the notice, though not given within
the time required by this provision, shall be deemed to have been properly
given for the purposes thereof, and the notice to be sent or given by the
company may, instead of being sent or given within the time required by
this provision, be sent or given at the same time as the notice of the annual
general meeting.

Naturally there is as much rivalry among professional men in
Britain as there is here. Everyone wants to succeed. We doubt
not there is many an auditing engagement sought and obtained
at the cricket club or on the golf course—as there is many a
client won for a legal practitioner by the way of friendship and
social intercourse. And there is no doubt at all that many of our
British brethren forgot the restraints which formerly held them
when they came to this country. But notwithstanding all these
things it is true that circularizing, soliciting in its most objec
tionable forms, advertising and many of the catch-penny devices
which are a profound shame here to-day are at least discouraged
if not altogether avoided under a law which calls for due notice
and publication before the displacement of an auditor.

The National Budget
The adoption of the budget system by the United States is
one of the most important steps taken in many years toward im
proving the conduct of our governmental business. The vigorous
manner in which the present administration has taken hold of
the organization of the budget system promises well for effective
results and every rightminded citizen will approve the effort thus
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begun. There are limitations upon the conduct of governmental
affairs, some of which can be removed, while others are perhaps
unavoidable.
One limitation might be removed, or at least modified, through
a readjustment of salaries. Generally speaking, salaries in the
lower ranks of government employees compare favorably with
those paid for similar services in private business. On the other
hand, officers and employees who carry heavy responsibilities are
frequently underpaid, in some cases, lamentably so. One result
is a labor turnover that is little short of appalling, and which
tends to leave in the government offices the men of lesser ability.
If we are ever to have reasonably satisfactory conduct of public
business, congress must realize that on the present salary basis,
the government cannot successfully compete with private business
in the employment of brains. The adoption of a budget may be
helpful in showing the need for adequate salaries for responsible
positions.
The results that will be obtained from the adoption of a
budget system must depend in a large measure upon the energy,
tact and ability of the comptroller-general, and in this connection
it is regrettable that the president was unable to secure for this
important appointment an accountant whose record would give
adequate assurance of the highest ability in the conduct of this
office. It is unfortunate that the government was unable to in
duce one of the leading members of the Institute to accept the
appointment, even though a financial sacrifice was involved. The
present incumbent is, however, entitled to every consideration in
the difficult task which he faces, and it is to be hoped that he will
prove able to measure up to the responsibilities of his office.
Accountants in particular will follow his work with sympathetic
interest, and we are sure they will maintain toward him a spirit
of appreciation and cooperation.
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